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FYE 6/30/2019

Because the agreement requires the HCC Coordinator to meet the deliverables of the subaward agreement
with the DHHS, this arrangement should be considered a subaward. The Uniform Grant Guidance at 2
CFR 200.331 includes a list of information that is required to be included in subawards, most of which was
not included in the agreement with the HCC Coordinator.

We recommend the NCDHD ensure the costs are appropriately classified as contractual services rather
than personnel costs and then work with the DHHS to ensure the proper classification of this agreement as
a subaward, including implementing appropriate subrecipient monitoring procedures over the agreement.

The APA also found that the amount reported for quarter 4 of the 2017-2018 grant was $2,368.23 higher
than the amount included in the general ledger provided by the NCDHD. It appears the NCDHD failed to
include both of the May 2018 payments in the general ledger that it provided to the APA. We recommend
the NCDHD ensure their general ledger is complete and includes all activity of the grant for the period.

The NCDHD failed to provide an authorized salary rate for the RROMRS Assistant. The documentation
provided was signed by the employee but not by an individual authorized to approve the salary. We
recommend the NCDHD implement procedures to ensure salary rates paid to employees are adequately
approved. Because of the lack of documentation to support the authorized rates of pay, the questioned costs
are unknown.

The NCDHD offered an 18% benefit package to its employees that is documented on the salary authorization
form that is signed by the employees. The NCDHD does not have a formal written policy regarding this
benefit. We recommend the NCDHD create a written policy regarding this benefit.

The personnel costs for the RROMRS Assistant were also tested, and the APA found that the RROMRS
Assistant’s time reports appear to also be budgeted amounts rather than actual time worked on a program.
Each day the employee recorded 1.6 hours to the program, or 20% of the time worked.

Additionally, the NCDHD charged 40% of the employee’s wages and benefits to this grant, rather than the
20% recorded on the time records.

2 CFR 200.430(a) states:

General. Compensation for personal services includes all remuneration, paid currently or accrued, for services of
employees rendered during the period of performance under the Federal award, including but not necessarily limited
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to wages and salaries. Compensation for personal services may also include fringe benefits which are addressed in
§200.431 Compensation—fringe benefits. Costs of compensation are allowable to the extent that they satisfy the specific
requirements of this part, and that the total compensation for individual employees: (1) Is reasonable for the services
rendered and conforms to the established written policy of the non-Federal entity consistently applied to both Federal
and non-Federal activities; (2) Follows an appointment made in accordance with a non-Federal entity's laws and/or
rules or written policies and meets the requirements of Federal statute, where applicable; and (3) Is determined and
supported as provided in paragraph (i) of this section, Standards for Documentation of Personnel Expenses, when
applicable.

We recommend the NCDHD implement procedures to ensure time records reflect the actual time worked
each period and the amount charged to the grant is based on actual time worked and not a budgeted amount.
Due to the lack of adequate documentation to support how personnel costs should be allocated to this grant,
guestioned costs are unknown.

The APA also noted that the RROMRS Assistant’s IRS Form W-4 included a marital status of married, zero
withholding allowances and an additional $10 to be withheld each pay period. However, for the pay period
tested, income taxes were actually withheld using a marital status of married, one withholding allowance,
and no additional tax withholdings. This discrepancy resulted in approximately $29 in Federal income
taxes and $4 in State income taxes not being properly withheld from the employee’s pay for the period
tested.

We recommend the NCDHD implement procedures to ensure income taxes are properly withheld according
to the employee’s instructions on the IRS Form W-4. There are no questioned costs related to these taxes,
as they would be deductions from the employees pay.

Subaward 38930 (RROMRS Ebola):
There were no payroll wages and benefits charged to this subaward during the grant year.

Review journal entries to determine the entry and classification of transactions are reasonable and
proper

No significant journal entries.

Review negative expenditures to determine if transactions were reasonable and proper

No issues noted.

Perform a detailed test of agency expenditures

The APA noted the following during the detailed test of expenditures:

Subaward 39049 (PHEP):

A total of $7,435.45 in expenditures other than payroll and indirect costs were charged to the award for the
period tested. The APA tested four expenditures, totaling $4,805.43, charged to the subaward during the
quarter tested. The following was noted for three of the four expenditures:

The NCDHD charged the grant $250 per month related to billboard expenses, or a total of $750 for the
quarter tested. The approved budget included $250 per month per billboard for two billboards. The
documentation to support the billboard expenses included seven different land lease agreements upon which
an outdoor advertising structure would be erected on each piece of land. Each land lease agreement called
for annual rental payments of amounts ranging from $250 to $500 per year, a total annual payment of
$2,300. The documentation provided, which included $2,300 in annual land rental payments, is not
adequate to cover the $250 charged to the grant per month. Furthermore, it would appear the $250 per
month charge should only be related to one billboard; however, the support provided was related to seven
different land lease agreements.
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Additionally, one of the seven lease payments made to the landowner was $500, but the land lease agreement
was for only $250.

We recommend the NCDHD implement procedures to ensure only actual costs are charged to its subawards
and that the costs are adequately supported. Due to the lack of adequate documentation to support these
charges, questioned costs would be unknown.

The second document tested was a $1,167.95 payment for travel-related costs of the ERC to attend the
Preparedness Summit in Atlanta, Georgia from April 16-20, 2018. The following items were noted related
to this payment:

e The NCDHD charged the grant $213.10 for 391 miles traveled in an agency-owned vehicle at a
rate of $0.545/mile. However, since this is not an actual expense, because the travel was incurred
in an agency-owned vehicle and the mileage rate was not actually paid, it is not an allowable
expense and is considered a questioned cost. Actual expenses related to an agency-owned vehicle
would include fuel purchases, depreciation, repairs, maintenance, etc. The NCDHD pointed out
that this issue was initially brought to their attention in May 2018. However, due to the timing of
the current monitoring procedures, the NCDHD had yet to update their processes until after the
end of the 2017-2018 grant year. The APA did not verify the issue has been corrected since it was
after the period selected for testing.

e The NCDHD reimbursed the employee $18.25 for a lunch reimbursement on April 19, 2018.
However, per review of the conference agenda, lunch was provided as part of the conference on
this day. Therefore, the expense is unallowable and a questioned cost. The NCDHD stated this
was related to a working lunch to meet with other Nebraska ERCs, but nonetheless the lunch
expense is not allowable.

We recommend the NCDHD ensure their new procedures to charge expenses related to an agency-owned
vehicle are in accordance with the Uniform Grant Guidance. We also recommend the NCDHD ensure all
expense reimbursements charged to the Federal award are reasonable and adequately supported.

The third document tested by the APA included $1,518.75 for rent expense. As noted in the prior year, there
is not a rental agreement as this is a building owned by the NCDHD. Since the rent charges are for a
building owned by the NCHD, they are not allowable and are considered questioned costs as they are not
supported by an actual expense made by the NCDHD. Furthermore, these types of expenses are likely
covered by the NCDHD s de minimis indirect cost rate.

The APA also followed up on the following prior year issues that included the following expenses charged
during the quarter tested:

Cost Amount | Description
Utilities $ 303.75 | Based on budgeted amounts, not actual
Telephone $ 300.00 | No documentation to support the expense

Contract for $2,400. 50% charged to the grant without adequate documentation to support amount
IT Support $ 300.00 | charged.

These issues were first discussed with the NCDHD in May 2018. Due to the timing of the current monitoring
procedures for quarter 4 of the 2017-2018 grants, the NCDHD had not updated its processes until after the
end of the 2017-2018 grant period.
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These costs may also be included in the indirect cost rate charged by the NCDHD. However, the NCDHD
stated they now charge office space and utilities costs by determining the actual costs incurred for
depreciation, insurance, repairs, maintenance, utilities, etc. during the period and allocating these costs
based on the percentage of time employees spend on each program. This was not verified by the APA since
it was not the procedure in place for the period tested. Due to the lack of information to support the expense
or the allocation of the expense to the program, the above costs are considered questioned costs.

We recommend the NCDHD ensure its method to charge utilities, telephone costs and IT support is
adequately documented, the amounts are supported by proper documentation, and are in accordance with
the Uniform Grant Guidance. We also recommend the NCDHD ensure the costs are not considered both
direct and indirect costs.

Subaward 38669 (RROMRS):

A total of $24,958.61 in expenditures other than payroll and indirect costs were charged to the subaward.
The APA tested two expenditures totaling $23,155.88 charged to the subaward for the period tested. No
issues were noted for these two expenditures.

The APA also followed up on the following prior year issues that included the following expenses charged
during the quarter tested:

Cost Amount | Description
Contract for $2,400. 50% charged to the grant without adequate documentation to support amount
IT Support $ 300.00 | charged.

These issues were first discussed with the NCDHD in May 2018. Due to the timing of the current monitoring
procedures for quarter 4 of the 2017-2018 grants, the NCDHD had not updated its processes until after the
end of the 2017-2018 grant period.

These costs may also be included in the indirect cost rate charged by the NCDHD. However, the NCDHD
stated they now charge office space and utilities costs by determining the actual costs incurred for
depreciation, insurance, repairs, maintenance, utilities, etc. during the period and allocating these costs
based on the percentage of time employees spend on each program. This was not verified by the APA since
it was not the procedure in place for the period tested. Due to the lack of information to support the expense
or the allocation of the expense to the program, the above costs are considered questioned costs.

We recommend the NCDHD ensure its method to charge IT support is adequately documented, the amounts
are supported by proper documentation, and it is in accordance with the Uniform Grant Guidance. We also
recommend the NCDHD ensure the costs are not considered both direct and indirect costs.

The prior year monitoring also included a review of the photocopy fee expenses charged to this grant. In
the prior year the NCDHD charged black and white copies at $0.10 per copy and color copies at $0.50 per
copy. However, the NCDHD s agreement with One Office Solutions included rates of $0.008 per black and
white copy and $0.048 per color copy. Per discussion with the NCDHD, procedures had not changed for
the current quarter tested. Amounts charged to the grant for this quarter were insignificant; therefore, the
APA did not perform additional testing for this quarter. We recommend the NCDHD implement procedures
to ensure photocopy fees charged to the grant are adequately supported.

Subaward 38930 (RROMRS Ebola):

A total of $3,221.10 in expenditures other than payroll and indirect costs were charged to the award for the
period tested. The APA tested one expenditure totaling $2,464.76 charged to the subaward. No issues were
noted.
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Determine if the agency has significant contracts. If testing deemed necessary, determine the extent
and necessary procedures. The entity followed the same policies and procedures it uses for
procurements from its non-Federal funds.

Significant contracts would be tested above.

Ascertain the procedures to ensure the time elapsing between the receipt of the Federal awards and
the disbursement of funds is minimal. (2014 45 CFR 92.36)

No issues noted.

Determine whether program income and matching is correctly determined, recorded and used in
accordance with applicable requirements.

No issued noted.

Determine whether the required reports include all activity of the reporting period, are supported
by adequate records and are presented in accordance with requirements. (Compare financial
information obtained to selected reports.) Determine if matching amounts are supported.

During review of the quarterly reporting documentation, the APA noted the following issues related to
indirect costs:

Subaward 39049 (PHEP):

As noted in the prior monitoring, the NCDHD incorrectly calculated its indirect costs using the additional
$25,000 related to providing subawards. However, the NCDHD did not have any subawards during the
grant year. Actual direct costs charged to the subaward for the grant year were $88,944.34; therefore,
indirect costs should not have exceeded $8,894.43. Indirect costs were overstated by $887.73, all of which
could be considered questioned costs. Per discussion with the NCDHD, procedures were updated after the
end of this grant year, after this was brought to their attention by the APA in May 2018.

We recommend DHHS and the NCDHD ensure the revised procedures ensure indirect costs are
appropriately calculated and expended.

Subaward 38669 (RROMRS):

As noted in the prior monitoring, the NCDHD incorrectly calculated its indirect costs using the additional
$25,000 related to providing subawards. However, the NCDHD did not have any subawards during the
grant year. Actual MTDC for the grant year were $121,053.27; therefore, the indirect costs charged to the
grant should have been $12,105.33. Indirect costs were overstated by $1,394.67, all of which could be
considered questioned costs. Per discussion with the NCDHD, procedures were updated after the end of
this grant year, after this was brought to their attention by the APA in May 2018.

We recommend DHHS and the NCDHD ensure the revised procedures ensure indirect costs are
appropriately calculated and expended. If the NCDHD properly categorizes and documents the agreement
with the RROMRS Coordinator as a subaward, the additional $25,000 related to providing subawards
would be allowable for this subaward only.

Additionally, the APA noted the NCDHD included an insignificant amount of phone expense with postage
on the quarterly invoice. Per review of the approved budget for this subaward, there is only a category for
postage expenses, and not one for phone. The APA noted other NCDHD subawards included a category for
communication expenses which included both phone and postage. The DHHS should be aware of this
categorization for future subawards.

As noted in the payroll section above, the general ledger provided by the NCDHD did not include all
payments made to the HCC Coordinator. The APA also found that the general ledger failed to include
$606.03 in wages that were paid to the RROMRS Coordinator. Per discussion with the NCDHD, this
activity was included in the general ledger as of July 1, 2018. The wages paid were for time worked prior
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to June 30, 2018; therefore, it appears reasonable these amounts would be requested for reimbursement.
There would not be questioned costs related to these items; however, the DHHS should be aware of how
these amounts are being reported. We recommend the NCDHD ensure its general ledger accurately reflect
the activity that is being reported.

Subaward 38930 (RROMRS Ebola):

The NCDHD elected to use the 10% de minimis rate to charge indirect costs to the grant. For the 2017-
2018 grant year, the NCDHD charged $7,137.66 in direct expense to this grant. Therefore, indirect costs
should have been 10% of this amount, or $713.77. However, the NCDHD actually charged $738.06. Per
discussion with the NCDHD, procedures were updated after the end of this grant year, after this was brought
to their attention by the APA in May 2018. We recommend DHHS and the NCDHD ensure the revised
procedures ensure indirect costs are appropriately calculated and expended. The $24.29 the grant was
overcharged for indirect costs would be considered questioned costs.

The NCDHD reported $3,420.57 in total expenses for the quarter tested; however, the general ledger
provided by the NCDHD only included $3,406.17 in total expenses for this period, or a total variance of
$14.40. The following table shows what is included in this variance:

Cost Category Amount Reported | General Ledger | Variance
Printed Materials $350.91 $331.91 $19.00
Meeting and Training Costs $405.43 $410.03 $(4.60)
Total $14.40

The NCDHD was unable to explain these variances. We recommend the NCDHD implement procedures to
ensure the amounts being reported and the amounts in the general ledger agree and are accurate. Without
adequate support, the $14.40 variance between the report and the general ledger would be considered
guestioned costs.

Document the Agency’s procedures to monitor its subrecipients, if applicable.

N/A — no sub-awards were noted.
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Complete Internal Control Questionnaire

The UNMC utilizes a budget methodology to allocate employee salaries and benefits to its Federal
grants. Every six months an effort certification is completed by an individual with first-hand knowledge
of the employees activities that creates an effort of time spent on the various programs. This effort
certification percentage does not have supporting documentation to determine whether the actual effort
equates to the amount of time each employee actually worked on the subaward activities. The time
worked on each program is neither specifically tracked nor documented by the UNMC employees. The
UNMC employees do not complete timesheets.

The APA feels the method to allocate personnel costs is not compliant with the Uniform Grant
Guidance, specifically, 2 CFR 200.430(i)(1) which states:

Charges to Federal awards for salaries and wages must be based on records that accurately reflect the work
performed.

2 CFR 200.430(i)(1)(viii) states the following:

Budget estimates (i.e., estimates determined before the services are performed) alone do not qualify as support for
charges to Federal awards, but may be used for interim accounting purposes, provided that: (A) The system for
establishing the estimates produces reasonable approximations of the activity actually performed; (B) Significant
changes in the corresponding work activity (as defined by the non-Federal entity’s written policies) are identified
and entered into the records in a timely manner. Short term (such as one or two months) fluctuation between
workload categories need not be considered as long as the distribution of salaries and wages is reasonable over the
longer term; and (C) The non-Federal entity’s system of internal controls includes processes to review after-the-fact
interim charges made to a Federal awards based on budget estimates. All necessary adjustment must be made such
that the final amount charged to the Federal award is accurate, allowable, and properly allocated.

As such, the documentation provided to support the UNMC allocation of the personnel costs to the
various programs is inadequate in order to make a determination on whether those charges are
properly allocated between its various programs.

In its audit of the University, the APA has discussed a lack of timesheets with University Management.

The APA recommends the UNMC implement procedures to ensure the costs charged to Federal awards
are in compliance with the Uniform Grant Guidance.

Obtain prior audit or monitoring findings and determine if weaknesses have been corrected.

Prior year findings still exist and are discussed in the payroll section below.

Document the accounting software used by the entity and obtain a back up or general ledger of
the FY 2018 transactions

UNMC uses SAP and a Payroll Detail report was obtained (payroll was the only expenditure charged to
the grant for quarter 1).

Review list of individuals authorized to process expenditure transactions in accounting system.

No issues noted.

If applicable, determine the subrecipient is a non-profit organization in the State of Nebraska

N/A

Obtain a list of employees paid during the period tested

No issues noted.

Perform a detailed test of employee payroll

The APA tested two employees whose personnel costs were charged to the subaward. Those two
employees’ payroll costs were the only charges to the subaward in quarter 1 and totaled $10,842.64.
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As noted above, the UNMC allocates payroll costs based on budget estimates and later adjusts the
amounts charged to the grant based on effort certifications. The APA does not feel this method is
adequate to determine the actual amount of time worked on each program. The following table shows
the employees’ quarterly wages, budgeted percentage, calculated wages based on the budgeted
percentage, certified effort percent, calculated wages based on effort, and actual wages charged to the
subaward:

Wages Wages (]
Employee Quarterly | Budgeted g Certified g Wages
Based on Based on
Tested Wages % Effort % Charged to
Budget Effort
Grant
Employee 1 | $9,164.00 | 55.67% $5,101.60 31.98% | $2,930.65 | $3,961.53
Employee 2 | $21,294.24 | 20.00% $4,258.85 13.39% | $2,851.30 | $4,258.86

As shown in the table above, the actual wages charged for Employee 1 did not agree to either the
budgeted wages or the certified effort wages. The UNMC failed to adequately explain the method used
to charge the employee’s wages to the subaward. The wages for employee 2 were reported using the
budgeted percentage.

The UNMC has a fringe benefit rate that is approved by the U.S. Department of Health and Human
Services and charges benefits at 31.9% of wages.

A similar finding was noted during prior monitoring.

Because there was a lack of adequate documentation to support the amounts charged to the award, the
questioned costs are unknown.

We recommend the UNMC implement procedures to ensure costs charged to Federal awards are in
compliance with the Uniform Grant Guidance.

Review journal entries to determine the entry and classification of transactions are reasonable and
proper

No significant journal entries.

Review negative expenditures to determine if transactions were reasonable and proper

No issues noted.

Perform a detailed test of agency expenditures

No expenditures outside of payroll charged to the grant for the quarter tested.

Determine if the agency has significant contracts. If testing deemed necessary, determine the
extent and necessary procedures. The entity followed the same policies and procedures it uses for
procurements from its non-Federal funds.

N/A

Ascertain the procedures to ensure the time elapsing between the receipt of the Federal awards
and the disbursement of funds is minimal. (2014 45 CFR 92.36)

No issues noted.

Determine whether program income and matching is correctly determined, recorded and used in
accordance with applicable requirements.

N/A
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Determine whether the required reports include all activity of the reporting period, are supported
by adequate records and are presented in accordance with requirements. (Compare financial
information obtained to selected reports.) Determine if matching amounts are supported.

No issues noted

Document the Agency’s procedures to monitor its subrecipients, if applicable.

N/A — no sub-awards were noted.
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